J. M. AR
| BLA 97-476 Deci ded July 29, 1999

Appeal froma decision of the Mntana Sate Gfice, Bureau of Land
Minagenent,, rej ecting nonconpetitive geothernal |ease offer MM 86688.

Afirned.

1. Geothernal Leases: Known Geothernal Resources A ea--
Geothernal Leases: Nonconpetitive Leases

A nonconpetitive geothernal resources | ease offer nust
be rejected if the land is found to be wthin a known
geothernal resource area and the offeror presents no

evi dence to showthat the known geothernal resource area
designationis in error.

APPEARANCES  J. Michael Qorak, Helena, Mntana, pro se; John C Chaffin,
Gfice of the Solicitor, US Departnent of the Interior, BIllings, Mntana
for the Bureau of Land Managenent .

(A N ON BY ADM N STRATT VE JWDEE THRY

J. Mchael Qorak (Gorak or Appellant) has appeal ed froma deci si on of
the Mntana Sate Gfice, Bureau of Land Mwnagenent (BLN), dated June 3,
1997 (Decision), rejecting nonconpetitive geothernal |ease offer MM 86688.

Appel lant filed his offer to lease wth BLMon April 11, 1997, seeki ng
to lease 1,280 acres of land wthinsecs. 3land 32, T. 12N, R 6 W,
Principal Mridian, Lews and Gark Gunty, Mntana. Sections 31 and 32 are
wthin the Mrysville Khoan Geothernal Resource Area (K@), designated as
such on January 15, 1975, wth an effective date of February 1, 1974.

The BLMdeci sion provided the foll owng explanation for its rejection
of the offer:

Title 43 R 3200.1, * * *, requires that the BLMdetermne
the boundaries of known geothernal resource areas (K@) and that
the lands wthin those boundaries shall be | eased only through
conpetitive bidding to the highest qualified bi dder.

Al of the lands in your application are wthin the
Mirrysvill e Known Geothernal Resource Area. V& have revi ened
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this classification and have determined that it is still valid for
thirteen sections included wthin the original boundaries. The
lands in your | ease application are included in these sections.

* * * * * * *

Your applicationis hereby rejected. In addition to the | ands

bei ng wthin a knoawn geothernal resource area, the followng | ands
are not subject to | easing because the Lhited Sates retai ned no
mneral rights when the | ands were patent ed:

Sec. 31 Areain Patents 22603 and 26179
Sec. 320 Lots 4, 8 10, 11, NMNM and the area in
Patents 26179, 319735, 22562, 7881[,] 18697.

In his Notice of Appeal (NOY, Appellant nakes the fol | ow ng argunents:

Appl i cant appeal s this decision based upon his opini on that
known data are insufficient in the Mrysville area for such
classification under the guidelines of Title 43 R 3200. 1.

Geol ogi ¢ and geophysi cal data do show concl usi vel y that the
Mrysville area is an anonal ous heat gradient wthin the intrusive
Qetaceous Bpire Sock. Howmever, existing data are insufficient,
at thistine, to nake the determnati on of KGA

Lands shal | be deened KGRA if they neet criteria as defined
by Title 43 AR 3200.1. Such criteria include: a) geol ogi ¢ and
technical data, b) a discovery on or nearby such | ands, and c)
conpetitive interest inthe entire area covered by an application
for a geothernal lease. Appellant will attenpt to showthat the
Mirrysville Area does not qualify under nost of these categories.

A E21G3 CAND TEOHN CAL BV DBNE

1. The existence of silicious sinter and natural geysers - a
reviewof regional geology and witten articles, indicates the
absence of recent sinter deposits inthe inmediate area. No
natural geysers or hot water exist at the surface wthin 20 mles
of Marysville.

2. The tenperature of funeroles, thernal springs and nud
vol canoes - the Mrysville area contai ns no funarol es, thernal
springs or nud vol canoes, or abnornal |y hot surface water.

3. The S content of spring water - because the Enpire
stock is a "blind' anonaly, it is a closed system Nbo spring
water is evident which enanates fromthe stock itself.

4. The NWKratioin spring waters or hot water systens - As
above.
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5. The existence of vol canoes and cal deras of |ate Tertiary
or Qiaternary age - although the area appears to have had at | east
two Tertiary igneous events, wth enpl acenent of nunerous fel dspar
porphyry dikes and sills, actual Tertiary vol canoes and cal deras
are not apparent. Hbowever, extensive erosion has occurred since
the epi sode of vol canism The Enpire stock is an unexposed
quart z-fel dspar porphyry intrusion.

6. onductive heat flows and geothernal gradient - no
conductive heat flows are evident. An abnornal gradient has been
proven, however, based on shallowwells drilled for such
investigation and for mneral exploration, and the deep well
drilled in Sec. 32

7. The porosity and perneability of a potential reservoir -
inthe Sec. 32 deep test the reservoir bel ow 975 of depth
consists of quartz fel dspar porphyry grading to granite. Such a
reservoir contains very little porosity and no prinary
perneability. Any geothernal flowfromsuch a reservoir woul d be
al | onabl e only through secondary perneability (fractures). The
extent, orientation and connectivity of this secondary
perneabi ity systemat Mrysville is unknown. Thus, the extent
and vol une of any potential geothernal reservoir i s unknown.

810. Hectrica resistivity, nagnetic, gravity, airborne
infrared, and other geophysical nethods - all such additional
geophysi cal surveys have confirned the presence of a heat anonal y.
However, to date no data have been col | ected whi ch showthe event,
orientation, anount, surface tenperature, or long-term
deliverability of any type of geothernal fluids which nust be
punped to the surface fromsuch a reservoir.

B DSOMERY (RO ES

Ay wel | deened capabl e of produci ng geot hernal resources in
conmercial quantities - the Sec. 32 deep well, the Mrysville
Geothernal VI No. 1, although a confirnation of anonal ous heat
gradi ent, produced no geot hernal resources of "conmercial "
quantity. Inits present condition the well is expected to
produce no geot hernal resources of any vol une. 9 gnificant
expendi tures woul d be required for a subnersible punp test to
determine the quantity, tenperature and | ongevity of geot her nal
fluid.

C CGOMPETI T VE | NTEREST

According to infornation included in the injection dated June
3, 1997 and recei ved by applicant June 6, 1997, the Mrysville
KGA was established February 1, 1974. (Qne criterion which
contributed to the designation was the existence at that tine of
"definite conpetitive interest." Apparently, at least 7
over | appi ng non-conpetitive applications were filed. Available
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infornation, however, indicates no filing of conpetitive | ease
requests subsequent to rejection of the non-conpetitive
applications. Applicant believes that this lack of re-filing
shows a definite lack of conpetitive interest. Applicant further
believes that the Mrysville Aea wll not be the area of
geothernal interest until the question of producibility of a
"commercial quantity" of geothernal fluidis answered.

It isthe applicant's position, therefore, that availabl e
data do indicate the presence of a regional heat anonaly.
However, the extent, orientation and content of geothernal fluid
wthin the anomaly are unknown. S gnificant testing nust be
conducted to verify the anonaly's potentia geot hernal conmercial
val ue.

(NAa 1-3.)

Inits Answer, BIMfirst states that there is conpel ling geol ogi c and
techni cal evidence that the reservoir has the potential to supply hot water
that woul d neet the needs of a direct use facility such as a greenhouse
conpl ex heated by geothernal fluids. Because of this, B.Mclains, the area
neets the definition of a KBRAfound at 43 CF R 8§ 3200.0-5(k). (Answer at
1)

B.Mrel ates that extensive geol ogi c and geophysi cal research prograns
were conpl eted in the Mrysville geothernal areainthe late 1960's and
1970's. B.Mstates that these studies included a 6, 700-foot deep test well
dilledinthe SWhE/A4sec. 32, T. 12N, R 6 W, during the last hal f of
1974. (Aswer at 1.) This well, BMnotes, is on land i ncluded wthin
Appel lant's application. (Answer at 1-2.) B.Mstates that a detail ed
geol ogi ¢ and technical reviewof the K@A was conpl eted after recei pt of
Appel | ant' s nonconpetitive | ease application. Followng its reviewof the
data, technical reports, and published literature, BLMconcl uded that the
determination nade in 1975 renained valid. It noted its finding that the
lack of conpetitive interest warranted renoving certain lands fromthe
conpetitive list. Thirteen sections, including the two sought by Appel | ant,
were retai ned on the conpetitive bid |ist because the technical data
supported that status. (Answer at 2.)

I n addressing the specifics of Appellant's claing, BLM inits Aswer,
addresses the geol ogi cal and techni cal evidence cited by Appellant which is
keyed to the categories for evaluation delineated in 3 CF R §

3200. 1(a)(1)-(10). (Answer at 2.) BMfirst notes that the Appel |l ant was
correct in saying that there are no deposits of silicious sinter inthe
inmedi ate area, or any thernal springs i nmediately contiguous toit. BM
states, however, that these were not determining factors inits
determnation. (Answer at 2.) BLMconcedes that Appellant was al so correct
instating that there were no funarol es, nud vol canoes, or abnornal |y hot
surface water inthe Mrysville area.  B.Mstates, however, that Appel | ant

i gnores evi dence obtai ned fromthe deep well, noting that Battelle

149 | BLA 384



| BLA 97-476

Northwest Laboratory, the contractor for the well, concluded inits final
report that the naxi num extrapol ated, stabilized reservoir tenperatures
woul d neasure between 228 and 234 degrees Fahrenheit. [d. B Mpoints out
that al though this woul d not nake the KGRA a candidate for el ectric power
generation, it would nake the area a strong candi date for being an energy
provider for a direct use facility, noting that there are 37 direct use
facilities nowoperating inthe Lhited Sates. 1d.

B.Mcl ai ns that the extensi ve geochemcal anal yses conpl eted on wat er
fromthe deep test well under the direction of the contractor is equal ly
inportant and cannot be ignored. (Answer at 3.) B Mstates that the S Q@
content of water fromthat well suggests reservoir tenperatures between 230
and 266 degrees Fahrenheit at depth. Admtting that there are no spring
waters or hot water systens visible on the surface fromwhich to neasure the
N/Kratio (another indiciain preparing a heat nodel ), BLMstates that the
Na- K- Ga conposi tion of water fromthe deep test well suggests reservoir
tenperatures of 329 to 365 degrees Fahrenheit. 1d. It finds inportant the
fact that the nodel of the reservoir prepared by the contractor fromdata it
obtai ned fromthe deep wel | suggests that these tenperatures do not exist in
awde area of the reservoir, but are confined to a thin pl une sonewhere in
the reservoir. 1d.

In addressing Appel lant' s claimthat one indicia of KGA status,
exi stence of vol canoes and cal deras fromthe late Tertiary or Quaternary
Age, are absent, B.Mnotes that the two Tertiary igneous events in the area
nay be the heat source for the geothernal reservoir. B.Mexplains that
there are several intrusive bodies wthin the boundaries of the K&RA
(Aswer at 3.) Smlarly, in addressi ng whether conductive heat flow exists
in the K@A and whether a sufficiently steep geothernal gradient exists to
suggest a conmercial heat source, BLMstates:

Measured heat flowin the K&RAis up to 10 tines higher than the
al ready high regional background in western Mntana. The neasured
gradient is up to eight tines higher than background. A so,
conductive heat flowdoes occur in the KA In the deep test

vel |, energy transport in approxinately the first 1640 feet is
prinarily by thernal conduction. Below 1640 feet, it is
essential ly by convection.

(Answer at 3.)

In response to Appellant's claimthat the only perneability or porosity
inthereservoir is fracturing and faulting, or secondary porosity, B.M
admts that it is difficut to determne the extent, orientation, and
connectivity of the secondary perneability of the reservoir. However, it
disputes Appellant's claimthat the extent and vol une of the geot her nal
reservoir are unknown. (Answer at 3.) BLMcites the basic nodel of the
reservoir proposed by Battelle Northwest Laboratories in 1975 and publ i shed
in"The Mrysville, Mntana Geothernal Project Fnal Report." Id.

B.Magrees wth Appel lant that electrical resistivity, nagnetic,

gravity, airborne infrared, and other geophysical surveys provi ded useful
dat a
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inconfirmng the heat anonaly in the K& and in nodel i ng the shape and
nature of the reservoir. (Answer at 4.)

B.Mal so addressed di scovery and conpetitive interest. Wth regard to
di scovery, B.Mconcl uded that al t hough extensive | ogging, coring, and other
tests were carried out on the deep vwell, there is no record that the well
was subj ected to tests that woul d have concl usi vel y shown its productive
capacity. (Answer at 4.) B.Mstates that it was drilled for scientific
research, not to test the coomercial viability of the reservoir, but that
the data fromthe wel | does establish the presence of a geothernal reservoir
underlying the area sufficient toqualify the area as a KA  |1d.

As to conpetitive interest, BLMstates that the original designation of
the Mrrysvill e KGRA was based on a conbi nati on of geol ogi ¢ and geophysi cal
data and conpetitive interest inthe area. Based on the lack of conpetitive
interest at the 1979 conpetitive sale, and the continuing |ack of interest
until Appellant's application, 17 of the 30 sections originally included in
the KRA were deleted. (Answer at 4.) B.Margues, however, that

the KA remains valid for those lands retained in the KGRA
because of the abundant geol ogi cal, geophysical, and geochem cal
data sunmari zed above. |In addition, the deep test well

concl usi vel y shows that there is a geothernal reservoir underneath
the area that is capabl e of producing heat and hot water at
tenperatures appropriate for direct use such as [a] greenhouse
conpl ex.

Id.

[1] It is well established that filing an application for a
nonconpetitive geothernal | ease creates no vested rights inthe offeror. If
land is found to be wthin a KA at the tine of |ease application, and no
evi dence has been offered to showthe K@A designationis in error, a
nonconpetitive offer to lease that land nust be rejected. Sce Robert T.
Forest, 104 1B.A 201, 202 (1988); John H Anundson, 83 | BLA 340 (1984);
Mrvin L. MGhey, 50 IBLA 4 (1980); Earth Power Gorp., 29 IBLA 37 (1977).
As ve stated in John H Anundson, supra:

Section 2(e) of the Gothernal SeamAct of 1970, 30 USC §
1001 [1994], provides for the designation of KGRA's. Rursuant to
30 USC 8§ 1003 [1994], lands wthin a K&RA nay only be | eased by
conpetitive bidding. An application for a nonconpetitive
geothernal |ease nust be rejected if the land is found to be
wthina KA prior to issuance of a lease. 43 AR 3210.4; Mrvin
L. MGhey, supra

83 IBAa Al
Ater our reviewof the evidence discussed by Appel lant and BLM we are

not convi nced that the BLMdeci sion to conti nue the KGRA status for sections
3land 32 isinerror. B.Mhas docunented evi dence in
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"The Mrysville, Mntana Geothernal Project Fnal Report,” published in
1975, whi ch was based upon the evidentiary factors set forthin 30 USC §
1001(e) (1994), that affirmatively justifies the designation of the acreage
bei ng sought by Appel lant as a part of the Mrysville K@RA Appel lant's
assertions denonstrate a legitinate difference of opi nion concerni ng how
that data should be interpreted, but fall short of denonstrating error.
Accordingly, because Appel | ant’' s nonconpetitive | ease of fer described | ands
now i ncl uded wthin a K& B.Mproperly rejected the | ease offer.

Therefore, pursuant to the authority del egated to the Board of Land
Appeal s by the Secretary of the Interior, 43 CF R 8 4.1, the decision
appeal ed fromis affirned.

Janes P. Terry
Admini strative Judge

| concur:

RW Millen
Admini strative Judge
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